City of

MARTINEZ

California

Comprehensive
Annual Financial Report
for the
Fiscal Year Ended
June 30, 2020



This Page Left Intentionally Blank



CITY OF MARTINEZ, CALIFORNIA
COMPREHENSIVE ANNUAL FINANCIAL REPORT

FOR THE YEAR ENDED JUNE 30, 2020

Prepared by

ADMINISTRATIVE SERVICES DEPARTMENT



This Page Left Intentionally Blank



INTRODUCTORY SECTION







CITY OF MARTINEZ
Comprehensive Annual Financial Report
For the Year Ended June 30, 2020

INTRODUCTORY SECTION:
TaADIE OF COMEENES......evirtirteetietieteet ettt ettt ettt ettt et e et e et et et et et e e e s e ee e et et esessensensestenaeesesbensesnene i
Letter Of TIANSIIITIAL ......c.eouiiiiiieiiiteet ettt ettt ettt s et b et e st s b e e bt st et be s e et sbe e ebensenens v
| QS <3 6707 0V T USRS XiX
OTANIZATION CRATT........eitiieeieeieseeteee ettt sttt ettt et et ste e st et ebe e bt e st eseeseeseeseeneeseensentensensensensensensansansan XX
LLOCALION IMAPD ... cuveuterieiesieietet et et et et et e st et e b et e b e b e sbe b e b e s b e b e sbeebe s e ebe st easeeseeseeseeseasesseateaseeseaseeseeseaseaseasenns XX1
GEFOA AWATA ...ttt et a et e st et e st e st et et e st et et e s e se s et esbesbesessessentenaene XXil
FINANCIAL SECTION:
Independent AUILOr’S REPOYL...................coocueeceeeeeeiieiesiieeieeeeeeestesteesesesesseesesstesseestesseessesssasseessesssessesnsesseens 1
Management’s DiscusSion And ARGIYSIS ....................ccoocoeoeeiiiiiiiiiiiieiestesee ettt saeeaes 5
Basic Financial Statements:
Government-wide Financial Statements:
Statement Of Net POSIHION.......co.ecivuiriiiriiiieeee ettt 18
StateMENt O ACHIVILIES ....euviveieriirtiierierereete ettt ettt ettt et et e et e e et et eeens 19
Fund Financial Statements:
Governmental Funds:
Balance ShEet.........couiiiiiiiiie ettt ettt 22
Reconciliation of the Governmental Funds — Fund Balances
with the Governmental Activities Statement of Net Position ...........cccoceveveneneneneneneenee. 23
Statement of Revenues, Expenditures, and Changes in Fund Balances .............ccccocevvevveiennnee. 24
Reconciliation of the Net Changes in Fund Balances - Total Governmental
Funds with the Change in Governmental Net POSItion ..........ccccecvevierieierierienieriesieseseeeenns 25
Statement of Revenues, Expenditures, and Changes in Fund Balances — Budget and Actual:
GenEral FUN ....oouiiiiie ettt ettt sttt ee s 26



CITY OF MARTINEZ
Comprehensive Annual Financial Report
For the Year Ended June 30, 2020

FINANCIAL SECTION (Continued): |

Basic Financial Statements (Continued)
Proprietary Funds:
Statement Of NEt POSTEION ......cceuirieiriiieiire ettt
Statement of Revenues, Expenses and Changes in Fund Net Position ..........cccccceverenenienenieneenee.
Statement 0f Cash FIOWS ......cc.oiuiiiiiiiiieee ettt
Fiduciary Funds:
Statement of Fiduciary Net POSIEION ......cc.ovueiieririiriiiniiinietc ettt
Statement of Changes in Fiduciary Net POSIHON .......cc.ccvevierieriirieieieieieresies e
Notes to Basic Financial StatemMents ............ccouerierierierieriiieieie ettt see e nes
Required Supplementary Information:
Pension Plans:

Schedule of Plan’s Proportionate Share of the Net Pension Liability and
Related Ratios as of the Measurement Date .........c.cocoeereinirininicinennineneseenceseeeeneeee

Schedule 0f CONIIDULIONS .......ecveuirieiriiieiirie ettt b et seeenens
Post-Retirement Health Care Defined Benefit Plan:
Schedule of Changes in the Net OPEB Liability and Related Ratios........c..ccceceveerenenenincnieenee
Schedule 0f CONEIIDULIONS .......coveuieieieiiieieee ettt b et seste e ese e seeenens
Supplemental Information:
Non-major Governmental Funds:
Combining Balance ShEets..........c.oiieiiiiiiiieiiiieecee ettt ettt ea s e ees

Combining Statements of Revenues, Expenditures, and Changes
IN FUNA BALANCES.......vviiieiiiieeie ettt et e et e e eateeeenae e e sntaessaeeessnaeesnes

Combining Schedules of Revenues, Expenditures, and Changes
in Fund Balances - Budget and Actual............oouoiiiiiiiiiiiee e

il

g
&
(¢



CITY OF MARTINEZ
Comprehensive Annual Financial Report
For the Year Ended June 30, 2020

g
&
(¢

FINANCIAL SECTION (Continued): |
Supplemental Information (Continued):
Internal Service Funds:
Combining Statement 0f Net POSIHION. .......c.ccueriecierierieieieieieieteietet et etesse e ssesessessessessessesss 90
Combining Statement of Revenues, Expenses and Changes in Fund Net Position ....................... 91
Combining Statement 0f Cash FIOWS.........cccviiririiiiriieiiieieeeeetee ettt es 92
Fiduciary Funds:
Statement of Changes in Assets and Liabilities — All Agency Funds ..........cccccvevviniincininecns 94
STATISTICAL SECTION:
Net PoSition Y COMPONENL .......ccuiiiiiieiieieriieieseesieeeeteetesteestesteeseseeesseessesseessesssesseessesseessessessenses 99
Changes i NEt POSTHON ........ocveiiieieieieieieietestetetet et ste et st stesbestessesaessessessessessessessesneesens 100
Fund Balances of Governmental FUNAS...........cccoioiiireirireceeee e 102
Changes in Fund Balance of Governmental Funds ...........c.cocooeoiiiiiniininnnncccnceee 104
Assessed and Estimated Actual Value of Taxable Property .........ccoccocevvvceviereeenineseneseseseeeene 106
Property TaxX RAtES.....c.ccciieiiciieiieiesieeteettet ettt et e v e st be et e ba e b e s saesbeessesssessesnsesssessenssanes 107
Water System REVEIUE ........ccuieiiiiieiieieeieeeeee ettt st ettt e s ae e e e 108
Principal Property TaX PAYEIS.......c.couecverievieieieieieieieieeeseeseseeseessessessessessessessessessessessessessessessesens 109
Property Tax Levies and ColleCtions ........c.co.evveerieirierieinienieinieenietei ettt 110
Ratio of Outstanding Debt DY TYPE .....ocveiririiieieieeeieietet ettt ee et seeseessessesaessesaessessesens 111
Computation of Legal Bonded Debt Margin ..........cccuerieiieiiiierenieiesiesie e 112
Computation of Direct and Overlapping Debt...........ccocevierierierirerererieeseeeeee e 113
Water Fund Certificates of PartiCipation ...........cceecveriiecieniiesiisieseciesieeie et eve e eaeeee e seseense e 114
Demographic and ECONOMIC StAtiSLICS .......ccvevririerieieieieieteietetetetesetessessesessesessessessessensenss 115
PrincCipal EMPLOYETS .....ccvecveviiciiitiiiitiiteeiesteste ettt te e ste e seeseebesseeseessessesaassesseseessasessensensens 116

iii



CITY OF MARTINEZ
Comprehensive Annual Financial Report
For the Year Ended June 30, 2020

STATISTICAL SECTION (Continued): |

Full-Time Equivalent City Government Emp
Operating Indicators by Function/Program ...

Capital Asset Statistics by Function/Program

loyees by Function..........cceceeeveveeenenencncncneenene

v



- City of Martinez

525 Henrietta Street, Martinez, CA 94553-2394 (925) 372-3500 / Fax (925) 229-5012

January 27, 2021

Honorable Mayor and Council Members

State law requires that all general-purpose local governments publish a complete set of
financial statements, presented in conformity with Generally Accepted Accounting
Principles (GAAP), within six months of the close of each fiscal year. Therefore, we are
pleased to present the City of Martinez’s Comprehensive Annual Financial Report (CAFR)
for the fiscal year ended June 30, 2020. The City is responsible for both the accuracy of
the data and the completeness and fairness of the presentation, including all disclosures.
To the best of our knowledge and belief, the enclosed data is accurate in all material
respects and is reported in a manner designed to fairly set forth the financial position and
results of operations of the City measured by the financial activity of its funds. All
disclosures necessary to enable the reader to gain an understanding of the City’s financial
activities have been included.

The Government Code of the State of California requires general law cities, such as the
City of Martinez, to have its financial statements audited by an independent certified
public accountant. Accordingly, this year’s audit was completed by the accounting firm
of Maze & Associates. The firm was engaged by the City Council to render an opinion of
the City’s financial statements in accordance with generally accepted auditing standards.
To ensure complete independence, Maze & Associates has full access to the City Council
to discuss the results of their assessment of the adequacy of internal accounting controls
and the quality of financial reporting. The auditor's report on the basic financial
statements is the first item in the accompanying financial statements.

The City of Martinez is required to undergo an annual single audit in conformity with the
provisions of the Single Audit Act Amendments of 1996 and the U.S. Office of
Management and Budget's Circular A-133, Audits of States, Local Governments and
Nonprofit Organizations. Information related to this single audit, including a schedule of
expenditures of federal awards, the independent auditor’s reports on internal controls and
compliance with applicable laws and regulations, and a schedule of findings and
guestioned costs are included in a separately issued single audit report.

GAAP requires that management provide a narrative introduction overview and analysis
to accompany the basic financial statements in the form of a Management Discussion
and Analysis (MD&A). This letter is designed to complement the MD&A and should be

ERIC FIGUEROA, CITY MANAGER ¢ DAVID GLASSER, FINANCE DIRECTOR
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read in conjunction with it. The MD&A can be found immediately following the report of
the independent auditors.

Profile of Martinez

The City’s roots can be traced back to 1824 when the Alhambra Valley was included in
the Rancho El Pinole Mexican land grant to Ygnacio Martinez. By the late 1840’s, the
City was a ferryboat transit point across the Carquinez straits on the way to the gold fields
of California. The City was officially incorporated in 1876 and serves as the County seat
of Contra Costa County. It is located along the Sacramento and San Joaquin rivers in
the central part of the County. By the time of its incorporation, Martinez had evolved
into one of the area’s most significant trading posts and shipping ports. Today, the City
covers over 13 square miles and has approximately 37,658 residents. As one of
California’s first towns, Martinez retains a strong sense of history and family. The
renowned naturalist John Muir made Martinez his home for nearly a quarter century and
in 1914, the year of Muir's death, the legendary baseball great Joe DiMaggio was born
here. One of the unique aspects of Martinez is its architecture. Many of the downtown
shops still retain their early 20th century look and charm, with some homes dating back
more than 125 years.

The City operates under the Council-Manager form of government. The City Manager is
responsible for the efficient implementation of Council policy and the effective
administration of all City government affairs. The City is organized into four departments
reporting directly to the City Manager. They are Administrative Services, Community and
Economic Development, Police and Public Works.

The City provides a full range of services including police, public works, community and
economic development, planning, building, engineering and inspection, parks and
recreation, and general administrative services. The City’s General Fund supports these
services. The City enterprise operations consist of the Parking Services, Water System,
and Marina Services funds. All these services are accounted for in the City’s financial
statements.

Economic Outlook

The revised Third Quarter 2020 Gross Domestic Product (GDP) released by the U.S.
Department of Commerce Bureau of Economic Analysis showed an annual increase of
33.4%, and an increase of 64.8% from the GDP rate in the Second Quarter The increase
in real GDP in the third quarter reflects continuing efforts to reopen businesses and
resume activities that were postponed or restricted due to COVID-19. The increase

ERIC FIGUEROA, CITY MANAGER * DAVID GLASSER, FINANCE DIRECTOR
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reflects increases in personal consumption expenditures (PCE), private inventory
investment, exports, nonresidential fixed investment, and residential fixed investment
state and local government spending that were partly offset by a negative contribution
from decreases in federal government spending (reflecting fewer fees paid to administer
the Paycheck Protection Program loans) and state and local government spending.
Imports, which are a subtraction in the calculation of GDP, increased. Unemployment
improved to 6.7% in November, down from its peak of 14.8% in April at the beginning of
the pandemic.

According to the Fall 2020 report prepared by Beacon Economics, LLC, the East Bay
labor market added 7,000 jobs in October, bringing nonfarm employment to 89.5% of
February 2020 levels. This marks a continued cooling off of employment growth, as
month-over-month gains fell to the lowest level since July. Nonetheless, the region’s
unemployment rate fell 1.4 percentage point to 8.3% in October. This is higher than San
Francisco (6.9%) and the South Bay (6.3%).

Although the East Bay continued to add jobs in October, the moderating growth meant
that the region recovered only 32% of the jobs lost in March and April. The East Bay trails
other major metros in the state in this regard, with San Francisco and South Bay having
recovered 38% and 49% respectively. Additional headwinds have reemerged, with
COVID-19 cases again surging across the state and county and restrictions on activity
enacted. Beyond the health implications of rising new daily cases, the new surge presents
renewed challenges for the 124,000 workers who have been unemployed since February.

According to the California Association of Realtors there was a surge in home sales and
prices across the East Bay. In Alameda County, where the median price of existing single-
family homes was $910,000 in September 2019, the figure now stands at $1.05 million,
a 15.4% increase. The jump in Contra Costa County was even larger, from $656,000 in
September 2019 to $793,000, a 19.4% increase. Additionally, year-over-year home sales
increased 35.2% in Contra Costa County.

With a slowdown in housing permits, the East Bay will continue to face challenges in
growing its supply, a key variable in addressing the affordability crisis that has become a
hot-button issue across the state. Nonetheless, the impact of COVID-19 on new housing
in the East Bay has been much less detrimental than in San Francisco and the South
Bay. Although Alameda County reported 2,058 multifamily permits filed through August
2020, more suburban Contra Costa County reported only 852. This represents a year-
over-year change of -18.6% in Alameda County, and 104.8% in Contra Costa County. In

ERIC FIGUEROA, CITY MANAGER * DAVID GLASSER, FINANCE DIRECTOR
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contrast with these divergent snapshots, the situation for single-family permits is virtually
identical in the two counties, with Contra Costa County reporting 814 permits and
Alameda County reporting 846, representing year-over-year decreases of 22% and
23.4% respectively.

Major Initiatives and Objectives

COVID-19 Pandemic. The onset of the COVID-19 coronavirus pandemic in March of
2020 resulted in an immediate impact to the financial health of the City of Martinez. The
imposition of local health orders resulted in severe restrictions to local businesses and
significant reductions in sales tax from brick-and-mortar storefronts. The total impact of
the COVID-19 pandemic is yet to be determined, but it is clear that global, national and
local economies will continue to be negatively affected by the pandemic, at least for some
period of time.

The City of Martinez expects to see the greatest impact to the sales tax revenue
starting with the final quarter of Fiscal Year 2019-20 and continuing into Fiscal Year 2020-
21. However, the recent shift in shopping behavior to online purchases and an increased
number of online transactions occurring within the City of Martinez is expected to have a
positive impact on sales tax revenues. The full extent of this trend to online shopping will
be become clearer during Fiscal Year 2020-21 as shopping behavior may change over
time.

The additional operational expenses related to COVID were addressed through a mix of
discretionary cost reductions from the City, a decrease in staff expenses, and some
support from the City General Fund reserves.

Social Justice Movement. The death of George Floyd at the hands of Minneapolis
Police Officers sparked a social justice movement in the United States that has not been
seen for over 50 years. The City of Martinez joined this movement and actively sought
out ways to celebrate diversity and ensure racial inequalities and injustices are not
tolerated in Martinez. To this end, the City embarked on an initiative to solicit input from
the community and is in the process of developing a community-led Task Force. This
work will continue in Fiscal Year 2020-21 with further input from the community including
a review of the City's policies, procedures and programming to ensure inclusion and
equity and continue to actively stand against racism and discrimination.

Public Safety. The Police Department continues to focus on recruiting police officers and
dispatchers to fill vacancies in a fairly challenging and competitive job market.
Recruitment efforts are continuous in order to fill vacancies and expand capacity to
provide services. Numerous changes were made to streamline the hiring process and

ERIC FIGUEROA, CITY MANAGER ¢ DAVID GLASSER, FINANCE DIRECTOR
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additional changes were made in light of COVID-19 to transition the interview process for
safety of all involved.

The organizational structure was adjusted to include a police Captain, two Lieutenants,
and one Professional Standards Sergeant. The Captain position was vacant for several
months in 2019 and the recruitment process resulting in the hiring of a Captain from an
outside agency. Due to vacancies and retirements, two Lieutenants promotions were
made along with three promotions to the rank of Sergeant; all candidates promoted to
Lieutenant and Sergeant were from within the organization.

Given the changes in the management and supervisory ranks, the Police Department
applied for, and successfully received, a grant from the Peace Officer Standards and
Training Commission (POST) for a Team Building Workshop. This facilitated workshop
was initially scheduled for April 2020, but was moved to October 2020, due to the
pandemic. This workshop resulted in an action plan for the department focused on twelve
key areas of focus for the next several years. The key areas of focus are:
Hiring/Recruiting Plan; Comprehensive Technology Plan; Schedule and Timeline for
regularly scheduled monthly staff meetings; Property and Evidence Audit; Assessment
and Modification of the Corporal Training Program; Succession Plan, Training Plan, and
Professional Development Program; Review of Department Collateral Duty Assignments;
Wellness Program; Mentoring and Coaching Program; Establish New Guidelines and
Engagement Strategies for Social Media Team; Homeless Outreach Programs —
Continually developing Strategies; and, Development of Universal Expectations for
Employees;

Measure H Projects. The residents of Martinez approved Measure H, a $30 million
Parks, Pool and Library Bond measure in November 2008. A total of $15 million in bonds
were issued in May 2009 and an additional $10 million in bonds were issued in April 2012.
The final $5 million in bonds were issued in 2017. The projects supported by this bond
have included construction of the Rankin Aquatic Center; renovation and expansion of
the City library; renovations to Waterfront, Hidden Lakes, Hidden Valley, Nancy Boyd,
Holiday Highlands, Susana Street, Mountain View and Rankin parks (including Tavan
Field); and improvements to tennis and basketball courts at various parks.

A significant Measure H renovation project is being completed for Golden Hills and
Highland parks, along with upgrades to the pathways and picnic areas in John Muir Park
and Alhambra Park. The Project is primarily funded by over $2 million from Measure H,
with approximately $350,000 allocated from developer fees and gas tax. Construction is

ERIC FIGUEROA, CITY MANAGER * DAVID GLASSER, FINANCE DIRECTOR
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anticipated to be completed in early 2021. Future projects utilizing the last of the Measure
H funding include:

Replacing the playground equipment at Cappy Ricks Park for children ages 5 to 12. The
estimated cost is $140,000 and the design work is scheduled for summer of 2021.

Replacing the Hidden Lakes (Morello Ball Fields) Restroom/Concession Building and
making various ADA improvements. Design work is projected to start in summer 2021.

Transportation Improvements. The outlook for substantial road pavement and repair
work in Martinez remains bright. Martinez voters overwhelmingly adopted Measure D in
November 2016, a half-cent sales tax initiative projected to supply approximately $3.5
million per year for paving from now until 2032. City Council has approved several
pavement preservation projects, funded in part or in whole by Measure D, over the past
three years, and will continue to do so through 2032. Martinez’s overall street system
Pavement Condition Index (PCI) has risen from a value of 58 to a value of 66 over the
past three years and will continue to rise in the foreseeable future as more pavement
preservation work is accomplished by the City. Thanks to the April 2017 passage of SB
1, the $52 billion State transportation bill additional state monies are also available for
additional pavement preservation. With these substantial new recurring funding sources,
the City will be better equipped than ever before to address much-needed pavement
preservation concerns. Some of the more significant projects include:

The Downtown Arterial Pavement Project is a grant-funded project to rehabilitate
pavement on Court and Pine Streets from Marina Vista to Susana, and seal Alhambra
Avenue from Marina Vista to Jones and Berrellesa from Marina Vista to Jones. The
project was estimated to cost $1,900,000 and scheduled for the summer of 2020. Major
funding was provided by SB 1 RRMA.

The Pacheco Boulevard / Arnold Drive Intersection Improvements project will provide for
a new traffic signal and widening at this intersection. Plans for the project are 95%
complete. Total project is estimated to cost $3,500,000. Major project funding will come
from Measure C/J. A significant portion of the project affects the County and a joint effort
with the County is being undertaken to identify additional funding.

The On-Call Paving Project will rehabilitate pavement on streets throughout the City. The
projects in FY 2019-20 consisted of pavement dig-outs and replacement. Sealing of
streets will follow in FY 2020-21. This three-year contract extends through FY 2022. The
estimated cost of $3,600,000 is funded by Measures J & D and Gas Tax.

ERIC FIGUEROA, CITY MANAGER ¢ DAVID GLASSER, FINANCE DIRECTOR
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FY 2020/2021 Pavement Preservation Project will consist of various pavement treatments
including asphalt overlay, Cape seal, Slurry seal and ADA ramp rehabilitation to meet
federal Department of Justice requirements and Caltrans construction standards. This
project will invest approximately $5,000,000 into Martinez’s street system.

Water System Capital Improvements. The City Water System is in the process of major
renovations and improvements that are being implemented over a multi-year period. The
need and preliminary budgets for these improvements were established in the 2012
Water Master Plan. A Water System Finance Plan and Rate study prepared by Municipal
Financial Consultants was approved by Council in April of 2019. The City is issuing $8.4
million in revenue bonds to finance a major element of the plan, the Ozone System
Improvements Project at the Water Treatment Plant. The estimated Capital Improvement
Program (CIP) expenditures including the Ozone project improvements are
approximately $2.7 million in Fiscal Year (FY) 2020-21 and $6.6 million in FY 2021-22.

e GIS Updates: In prior budget cycles, the City implemented a Geographic
Information System (GIS) for the water distribution system. Periodically updating
this system is necessary. The City budgeted $20,000 per year in FY 2019-20 and
2020-21 to update the Water System GIS. In FY 2019-20 the City engaged a
consultant (Fracta) to prepare a pipeline failure prediction model for $12,000 and
authorized the GIS consultant (Psomas) to update the water main layer on the GIS
to include recent subdivisions and City replacement projects for an additional
$10,000. In 2021 the City will spend the remaining $18,000 that has been
budgeted to authorize the GIS consultant to upload the failure prediction model
and further update the model.

e Annual Water Main Replacement Project: The City must continue to replace aging
water mains that are reaching the end of their useful life. A total of $400,000 was
programmed for FY 2019-20 and $860,000 in FY 2020-21. The budgets for as yet
unidentified mainline replacement projects will be moved forward to the FY 2021-
22 | 2022-23 budget cycle to allow for the completion and implementation of the
water main failure prediction model.

e Webster Pump Station Replacement Construction: The Webster Pump station was
constructed in 1971. The conceptual design of this project was approved in FY
2016-17 pursuant to the recommendations of the 2012 Master Plan. The project
provides for old, deteriorated piping to be replaced and pumping improved to
increase fire flows to the neighborhood. The design of the project is now 95%
complete. Construction was originally scheduled for summer of 2020. The
estimated cost of the project, however, grew to $6,000,000 and construction has
been delayed (1) pending the issuance of the bonds for the Ozone Project and (2)
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to evaluate possible alternatives to the current design that might reduce the cost
of the pump station renovation. The pending development of the Alhambra
Highlands development may also influence the design of this facility.

e WTP Ozone Generator Replacement: Many of the major components in the Water
Treatment Plant ozone generation system are nearing the end of their useful life.
Parts are no longer available for the three ozone generators. The design for a
replacement system was completed in FY 2019-20. The scope of the design of this
project was modified and enhanced to include the replacement of the current air
supply system with liquid oxygen, nitrogen and hydrogen. Additionally, a chlorine
backup disinfection system and code compliant safety improvements to fire
prevention and ventilation systems were added to the project scope. The
construction contract was awarded on December 16, 2020. The estimated cost of
construction including construction inspection, management, and inspection is
approximately $7 million. Construction will begin in February of 2021 and extend
through the fall of 2022.

e Pump Station Modification Projects: Several Pump Station Modification Projects
are being studied. The Howe Road, Arnold Drive #3 and Muir Oaks Pump Stations
are currently planned to be renovated in FY 2022-23 and 2023-24. The combined
cost of these three projects was estimated in the 2012 Water Master Plan to be
$1.3 million. The budgeted for these projects has been moved forward to FY 2022-
23 and 2023-24 to allow for the completion of the seismic evaluation of several of
the City’s reservoirs.

e WTP Settled Water Contactors/Miscellaneous: The need for this project will be
reevaluated during the ozone system improvements project construction phase.
The scope and budget of the project will be determined at that time.

¢ AWIA Risk and Resilience Assessment and Emergency Response Plan — Section
2013 of the American Water Infrastructure Act (AWIA) requires the City to prepare
assessment of the risks and reliance of the water system to a natural hazards and
malevolent attacks (i.e. all hazards). The studies, estimated at $150,000, must be
completed and approved by June 2021.

e Reservoir Seismic Evaluation — The City solicited a proposal from Brown and
Caldwell in 2018 to prepare a seismic evaluation of the City’s existing water
storage reservoirs. This study, also estimated to cost $150,000, will be prepared
in the spring of 2021 and will provide essential data to be included in the AWIA
study.

General Plan Update. The City of Martinez is in the process of updating its General
Plan; the comprehensive, long-term plan for the physical development of the City. Much
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of the City’s existing General Plan was adopted in 1973. After more than three and a half
decades of use, it is appropriate to re-evaluate the scope and content of the document,
which exists as the community’s statement of its fundamental values and as a shared
vision for its future development. The General Plan is intended to articulate how the
citizens of Martinez view the community, both now and in the future, and where the
community stands on current and future planning and development issues. This project
was initiated several years ago but slowed down due to limited staff capacity and ongoing
issues related to land use litigation. The City has recently amended a contract with its
General Plan Update consultant and is hopeful that the General Plan will be adopted in
2021. A comprehensive Zoning Ordinance update will be initiated after adoption of the
new General Plan.

Economic Development. The City’s priority of economic development is particularly
important to increase and diversify revenues, and to respond to the business needs
brought on by COVID-19. Staff has been working on several key economic development
projects. Work includes reaching out to the community, including individual businesses,
property owners, and brokers, as well as the Chamber of Commerce and Main Street
Martinez. Creating programs and improving the infrastructure and quality of life in
Martinez are also key economic development goals. Recent programs include the
beautification of utility boxes with art, adding modern and automated BigBelly landfill and
recycling containers, creating an Outdoor Dining and Retail Display program for
merchants to stay open and comply with State and County COVID-19 health orders.

Updating the General Plan and Zoning Ordinance is another means of helping not only
the residents, but creating a transparent, consistent and predictable permitting path for
developers and businesses, keeping Martinez a great place to live and do business.
Additional initiatives include a project to bring a new professional baseball team to play
32 home games in Waterfront Park close to downtown, and installing new Electric Vehicle
charging stations at City Hall and in downtown.

Cannabis. The City adopted a Cannabis Management Program in May of 2019. To date,
one retail commercial cannabis operator's permit has been awarded. Additionally,
cannabis conditional certificates have been awarded to one retail, one non-storefront
retail, one distribution, and one manufacturing business. It is expected that operating
permits for these businesses will be approved in early 2021.

Marina. Planning for the long-term future of the marina has been a key issue for many
years. The City received a grant of marina trust lands in September 2014 through Senate
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Bill 1424 which requires trust lands be held by the City, as trustee, for the benefit of all
the people of the State for purposes consistent with the public trust doctrine. The doctrine
includes protecting maritime or water dependent commerce, navigation, and fisheries,
and the preservation of the lands in their natural state for scientific study, open space,
wildlife habitat and water-oriented recreation. The marina is an integral part of the
shoreline experience that many residents of the region enjoy on a regular basis. It
provides opportunities for landside and water recreational experiences, as well as
education and research. SB 1424 will help maintain and preserve the Martinez Marina for
the enjoyment and use by residents, businesses and public service agencies.

As a condition of the land grant, the City was required to submit a Trust Lands Use Plan
(TLUP) by January 1, 2020. The City submitted the first version of a Trust Lands Use
Plan to the State Lands Commission (SLC) in November of 2019. The City received
comments from the SLC requesting additional information. Revisions to the TLUP are
being prepared and it is expected to be completed in 2021. The TLUP will be the
foundation and dovetail into a comprehensive specific plan for the Waterfront that
emphasizes linkages to the Intermodal Facility, downtown and the rest of the community.
The City is also working with the County to coordinate our waterfront and economic
development efforts with the County’s Northern Waterfront Economic Development
Initiative (NWEDI).

The City will continue to work with other agencies to explore the potential of public ferry
service in Martinez as a future transportation option.

Lot 4 Plans. The City acquired the property at 821-825 Escobar, which is surrounded by
Parking Lot 4. The building was demolished in early 2020, clearing the way for future
development at the location.

Old Train Depot. Staff has completed research and studies of the property and expects
to bring the matter before Council in 2021 for consideration of a long-term lease
agreement.

Climate Action Plan/Sustainability Programs. The City continued its commitment to
provide recycling infrastructure and educational programming in area schools through a
third transitional agreement with the Martinez Unified School District worth $18,500 for
recycling education services. This agreement follows four years of extensive CalRecycle
grant support utilized to launch the program, particularly for K-5 students. The COVID-
19 pandemic has necessitated a shift towards development of virtual content that can be
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utilized in the schools and also marketed through other channels, including the City’s
website. The City has initiated a new partnership with New Leaf Collaborative (NLC) and
the Boys & Girls Clubs of Contra Costa (BGC) to connect each of their respective
programs to complement each other and help reinforce curriculum in the areas of science,
nature and ecological literacy.

The City's contract with NLC is to provide and support hands-on learning and leadership
opportunities to Martinez Unified School District students. However, given the challenges
of the pandemic preventing hands-on experience, the City has explored new ways to
incorporate NLC’s scope of work into the topics that BGC has to offer, and promote ways
MUSD students can continue learning about recycling and sustainability from home. Both
organizations utilize resources to link learning to real-life exploration, community-based
projects and career focused pathways.

The City’s garbage services through Republic Services continues its special “Citywide
Cleanup” week in Martinez which includes electronic waste such as TV sets, computer
monitors, keyboards, fax machines, cellular phones and more. Also included is a third
service for residents or commercial businesses within city limits for extra refuse.

The City is also embarking on a friendly challenge with neighboring cities within Contra
Costa County to track each other’s progress on policy to address the climate crisis and
to engage in discussion and identify creative ways to increase the City’s ranking as a
Climate Leader. The City continues on average in the areas of Key Legislative Actions,
Energy, Utilities, Urban Planning, and engaging Community Groups.

The City also continues to fill a Sustainability Programs Assistant Intern position to
provide support in the coordination, outreach, and research relating to the City's Climate
Action Plan (CAP) and Sustainability Programs. This position, created in 2012, includes
a primary emphasis on the planning, development, and implementation of ongoing grant-
funded recycling projects with local K-12 schools, with emphasis on creation of virtual
educational content suitable for use in K-5 schools. In addition, duties also include
researching potential implementation of Greenhouse Gas Emissions Reductions
Strategies from the City's CAP, conducts public outreach to residents and businesses
supporting sustainability initiatives by tabling, drafting articles, preparing flyers, writing
press releases, and making site visits, and researches potential funding opportunities
related to the City's CAP goals.
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Financial Information

Accounting System and Internal Controls. In developing and evaluating the City's
accounting system, consideration is given to the accuracy of internal accounting controls.
Internal accounting controls are designed to provide reasonable assurances regarding
the safeguarding of assets against loss from unauthorized use or disposition, as well as
the accuracy and reliability of accounting data and the adherence to prescribed
managerial policy. The Administrative Services Department has been delegated the
responsibility to maintain the integrity of the City’s recorded financial data. Accounting
for all of the City’s activities is centralized under the Finance Division. The Administrative
Services Department, in conjunction with City management, is also responsible for
establishing and maintaining an internal control structure designed to ensure that the
City’s assets are protected from loss, theft, or misuse. As a recipient of federal, state,
and county financial assistance for a variety of projects or programs, the City is
responsible for ensuring that an adequate control structure is in place to comply with
applicable laws and regulations related to those projects or programs. City administration
believes the existing internal control systems are adequate to provide reasonable
assurance the City’s assets are safeguarded against loss and that the financial records
are reliable for preparing financial statements and maintaining accountability for assets.
This belief is supported by the City’s “Unqualified” Audit issued for 2020.

Budgeting Controls. The City maintains extensive budgetary controls. The objective of
these budgetary controls is to ensure compliance with legal provisions embodied in the
biennial appropriated budget approved by City Council. Activities of all government and
business type funds are included in the biennial budget. The budgetary level of control,
the level at which expenditures cannot legally exceed the appropriated amount, for the
operating budget is at the department level. For the capital improvement budget, the level
of control is at the individual project level. The City also utilizes the encumbrance system
as a management control to assist in controlling expenditures. All appropriations lapse
at year-end; however, encumbrances and appropriations for unfinished capital and other
projects are reviewed and, when warranted, re-appropriated as part of the following year’s
budget. Budget-to-budget comparisons are included in the Financial Section for the
General Fund and Special Revenue Funds.

Debt Administration. The City generally incurs long-term debt to finance projects or
purchase assets that will have useful lives equal to or greater than the related debt.

The General Long-term Obligations Account Group provides accounting control over the
principal of the City’s general long-term debt. This debt will be repaid only out of
governmental funds, but is not accounted for in these funds because this debt does not
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require an appropriation or expenditure in this accounting period. The City’s long-term
obligations are reported in the Statement of Net Assets.

Proprietary Fund (Enterprise and Internal Service) long-term debt is maintained in the
fund that will repay the debt because the City accounts for these funds on a full-accrual
basis in a manner similar to that of commercial operations.

Bond premiums, discounts, and issuance costs are recognized during the period of
issuance for governmental fund types. Bond proceeds are reported as another financing
source net of the applicable premium or discount. Issuance costs, even if withheld from
the actual net proceeds received, are reported as debt service expenditures. For
proprietary fund types, the bond premiums, discounts, and issuance costs are deferred
and amortized over the life of the bonds using the effective interest method. Bonds
payable are reported net of the applicable bond premium or discount. Issuance costs are
reported as deferred charges. The City’s debt is explained in detail in Note 7 to the
Financial Statements.

Other Information

Awards. The Government Finance Officers Association of the United States and Canada
(GFOA) awarded a Certificate of Achievement for Excellence in Financial Reporting to
the City of Martinez for its comprehensive annual financial report for the fiscal year ended
June 30, 2019. This was the 19th consecutive award the City has received from GFOA.
In order to be awarded a Certificate of Achievement, a City must publish an easily
readable and efficiently organized comprehensive annual financial report. This report
satisfied both Generally Accepted Accounting Principles and applicable legal
requirements.

A Certificate of Achievement is valid for a period of one year only. Staff believes that the
current comprehensive annual financial report continues to meet the Certificate of
Achievement Program requirements and as such, will submit it to GFOA to determine its
eligibility for another award.
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INDEPENDENT AUDITOR’S REPORT

The Honorable Members of the City Council
City of Martinez, California

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the City of Martinez, California
(City), as of and for the year ended June 30, 2020, and the related notes to the financial statements, which
collectively comprise the City’s basic financial statements as listed in the Table of Contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes the
design, implementation, and maintenance of internal control relevant to the preparation and fair presentation
of the financial statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions on the financial statements based on our audit. We conducted our
audit in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the City’s preparation and fair presentation
of the financial statements in order to design audit procedures that are appropriate in the circumstances, but
not for the purpose of expressing an opinion on the effectiveness of the City’s internal control. Accordingly,
we express no such opinion. An audit also includes evaluating the appropriateness of accounting policies
used and the reasonableness of significant accounting estimates made by management, as well as evaluating
the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinions.
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Accountancy Corporation F 925.930.0135
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Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, the business-type activities, each major fund, and the
aggregate remaining fund information of the City as of June 30, 2020, and the respective changes in financial
position and, where applicable, cash flows thereof, and the respective budgetary comparisons listed in the
Table of Contents as part of the basic financial statements for the year then ended in conformity with
accounting principles generally accepted in the United States of America.

Emphasis of a Matter
Going Concern over Marina

The accompanying financial statements have been prepared assuming the City’s Marina will continue as a
going concern. As discussed in Note 10E to the financial statements, the City’s Marina Services Enterprise
Fund has an accumulated net deficit of $3,077,390 as of June 30, 2020 made up primarily of State loans
which the City has not had sufficient operating revenues to pay. During the fiscal year ended June 30,
2020, the City did not pay the principal portion due on the State loans that are recorded in the Marina
Services Enterprise Fund as discussed in Note 8. These conditions raise substantial doubt about its ability
to continue as a going concern. Management’s plans regarding those matters are also described in Note
10E. The financial statements do not include any adjustments that might result from the outcome of this
uncertainty.

The emphasis of this matter does not constitute a modification to our opinions.
Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that Management’s
Discussion and Analysis and other required supplementary information as listed in the table of contents be
presented to supplement the basic financial statements. Such information, although not a part of the basic
financial statements, is required by the Governmental Accounting Standards Board, who considers it to be
an essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United States
of America, which consisted of inquiries of management about the methods of preparing the information
and comparing the information for consistency with management’s responses to our inquiries, the basic
financial statements, and other knowledge we obtained during our audit of the basic financial statements.
We do not express an opinion or provide any assurance on the information because the limited procedures
do not provide us with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City’s basic financial statements as a whole. The Introductory Section, Supplemental
Information and Statistical Section as listed in the Table of Contents are presented for purposes of additional
analysis and are not required parts of the basic financial statements.



The Supplemental Information is the responsibility of management and was derived from and relates
directly to the underlying accounting and other records used to prepare the basic financial statements. Such
information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and certain additional procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to prepare the basic financial statements or to
the basic financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America. In our opinion, the Supplemental Information
is fairly stated, in all material respects, in relation to the basic financial statements as a whole.

The Introductory and Statistical Sections have not been subjected to the auditing procedures applied in the
audit of the basic financial statements and, accordingly we do not express an opinion or provide any assurance
on them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated January 20, 2021
on our consideration of the City’s internal control over financial reporting and on our tests of its compliance
with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose
of that report is to describe the scope of our testing of internal control over financial reporting and compliance
and the results of that testing, and not to provide an opinion on internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the City’s internal control over financial reporting and compliance.

Mz k faameiao

Pleasant Hill, California
January 20, 2021
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MANAGEMENT’S DISCUSSION AND ANALYSIS

This discussion and analysis of the City of Martinez’s financial performance provides an overview of the
City’s financial activities for the fiscal year ended June 30, 2020. Please read it in conjunction with the
accompanying transmittal letter, the Basic Financial Statements and the accompanying notes to the financial
statements.

FINANCIAL HIGHLIGHTS

Financial highlights of the year include the following:

City-wide Activities:
o The assets and deferred outflows of resources of the City of Martinez exceeded its liabilities and
deferred inflows of resources at the close of June 30, 2020 by $82,049,210. Of this amount
$43,157,034 Governmental Activities and $38,892,176 is Business-type Activities.

e As of the close of the fiscal year, the City’s governmental funds reported combined ending fund
balances of $32,333,247, an increase of $1,578,527 in comparison with the prior year. Of this
amount, the unassigned fund balance was $10,771,769, which is available for discretionary
spending.

o At the end of the fiscal year, unassigned fund balance for the General Fund was $10,771,769, or
39% of general fund expenditures. This includes $1,600,000 set aside for contingencies.

e The City of Martinez’s total debt decreased by $1,145,724 during the fiscal year to $27,245,429
for Governmental Activities and $9,392,951 for Business-type Activities.

OVERVIEW OF THE FINANCIAL STATEMENTS

The City’s basic financial statements are comprised of three components: 1) Government-Wide Financial
Statements, 2) Fund Financial Statements and 3) Notes to the Basic Financial Statements. The two sets of
financial statements provide two different views of the City’s financial activities and financial position both
long term and short term.

Government-Wide Financial Statements: The Government-Wide Financial Statements are designed to
provide the reader with a broader, long term view of the City’s activities as a whole, and comprise the
Statement of Net Position and the Statement of Activities. The Statement of Net Position provides
information about the financial position of the City in its entirety, including all its capital assets and long-
term liabilities on the full accrual basis, similar to that used by corporations. The Statement of Activities
provides information about all the City’s revenues and all its expenses, also on the full accrual basis, with
the emphasis on measuring net revenues and expenses of each of the City’s programs. All the amounts in
the Statement of Net Position and the Statement of Activities are separated into Governmental Activities
and Business-type Activities in order to provide a summary of these two activities of the City as a whole.

o Governmental Activities—All of the City’s basic services are considered to be governmental
activities, including general government; community and economic development; public safety;
public works; recreation, parks, and community services; public improvements; building inspection
and code enforcement; planning and zoning; and general administration services. These services
are supported by general City revenues such as taxes, and by specific program revenues such as
mitigation/impact fees.



o Business-type Activities—The City’s three enterprise activities, Parking Services, Water System,
and Marina Services, are reported here. Unlike governmental services, these services are supported
through user fees based on the amount of the service they use.

The Statement of Net Position and the Statement of Activities report information about the City as a whole.
In addition, these two statements report the City’s net position and changes for the year. Over time,
increases or decreases in the City’s net position are one indicator of whether its financial health is improving
or deteriorating.

Fund Financial Statements: A fund is a grouping of related accounts that is used to maintain control over
resources that have been segregated for specific activities or objectives. Some funds are required to be
established by State law and by bond covenants. However, management establishes many other funds to
help it control and manage money for particular purposes or to show that it’s meeting legal responsibilities
for using certain grants and other money.

The City’s fund financial statements are divided into three categories; Governmental Funds, Proprietary
Funds and Fiduciary Funds. The Governmental Fund financials are prepared using the current financial
resources measurement focus and modified accrual basis of accounting. The Proprietary Fund financials
are prepared using the economic resources measurement focus and the accrual basis of accounting. The
Fiduciary Funds include agency funds, which are custodial in nature and do not involve a measurement of
operational results, and trust funds which, in addition to being custodial in nature, include operational
activities. Only trust funds include a Statement of Changes in Net Position.

The Fund Financial Statements provide detailed information about each of the City’s most significant funds,
called Major Funds. The concept of Major Funds, and the determination of which are Major Funds, was
established by GASB Statement 34 and replaces the concept of combining like funds and presenting them
in total. Instead, each Major Fund is presented individually, with all Non-major Funds summarized and
presented only in a single column. Subordinate schedules present the detail of these Non-major Funds.
Major Funds present the major activities of the City for the year, and may change from year to year as a
result of changes in the pattern of the City’s activities.

o Governmental Funds — Most of the City’s basic services are reported in Governmental Funds,
which focus on how much money flows into and out of those funds and the balances left at year-
end that are available for spending. The Governmental Fund statements provide a detailed, short
term view of the City’s general government operations and basic services it provides.
Governmental Fund information helps determine whether there are more or fewer financial
resources that can be spent in the near future to finance the City’s programs. The fund financial
statements, of governmental funds measure only current revenues and expenditures, current assets,
liabilities and fund balances; they exclude capital assets, long-term debt and other long-term
obligation amounts. The City’s Governmental Funds are comprised of the General Fund and
Capital Improvements Fund which are considered Major Funds. Non-Major Funds consist of Gas
Tax, NPDES Stormwater, Measure J, COPS Grant, Measure H Fund, Measure H Debt Service
Fund, Housing In-lieu Fund, PEG Access, Recycling, Alhambra Creek Improvements and Lighting
& Land



e  Proprietary Funds — When the City charges customers for services it provides, whether to outside
customers or other units of the City, these monies are generally reported in Proprietary Funds. The
City maintains two different types of proprietary funds. Enterprise Funds are used to report the
same functions presented as business-type activities in the government-wide financial Statements.
The City uses three enterprise funds to account for Water System, Marina Services and Parking
Services. Internal Service funds are used to report activities which provide supplies and services
for the City’s other programs and activities. The City uses internal service funds to account for its
fleet of vehicles and for its management information systems. Since the City’s Internal Service
Funds are proprietary funds used by the City to account for the financing of goods and services
provided by one department or agency to other departments or agencies of the City on a cost-
reimbursement basis, their activities are reported only in total at the Fund level. Internal Service
Funds may not be Major Funds because their revenues are derived from other City funds. These
revenues are eliminated in the City-wide Financial Statements and any related profits or losses are
returned to the activities that created them, along with any residual net assets of the Internal Service
Funds. Enterprise and Internal Service Fund financial statements are prepared on the full accrual
basis and as in the past, include all their assets and liabilities, current and long-term.

e Fiduciary Funds — The City is the agent for the Sanitation District #6 which accounts for the
operations and maintenance of the treatment facility in the Stonehurst Subdivision. The City is also
an agent for certain community organizations, for which it collects and disburses cash and
maintains separate cash accounts. The City’s fiduciary activities are reported in the separate
Statements of Fiduciary Net Position and the Agency Funds Statement of Changes in Assets and
Liabilities. The City is responsible for ensuring that the assets reported in these funds are used for
their intended purposes. These activities are excluded from the City’s other financial statements
because the City cannot use these assets to finance its own operations.

Comparisons of Budget and Actual financial information are presented only for the General Fund and other
Major Funds that are Special Revenue Funds.

Notes to the Basic Financial Statement: The Notes to the Basic Financial Statements provide additional
information that is essential to gain a full understanding of the data provided in the Government-Wide and
Fund Financial Statements. The Notes to the Basic Financial Statements can be found on pages 35-74 of
this report. Note 10E on page 60 provides information about the Marina Services Enterprise Fund’s ability
to continue as a going concern. Note 11 on pages 60-66 provides the City’s progress in funding of its
obligation to provide pension benefits to its employees.

Supplemental Information: In addition to the basic financial statements and accompanying notes, this
report also presents certain required supplemental information that combines statements referred to earlier
in connection with non-major governmental funds, internal service funds and agency funds. Supplemental
information is presented after the notes and can be found on pages 76-79.

Statistical Section: This section presents detailed information as a context for understanding what the
information in the financial statements, note disclosures, and required supplementary information says
about the City’s overall financial health.



GOVERNMENT-WIDE FINANCIAL ANALYSIS

The net position for the City decreased $1,306,804 in 2020 to $82,049,210 due mainly to increases in
Pension Liabilities see Note 11. The annual change comes from the change in net position as recorded in
the Statement of Activities which flows through the Statement of Net Position. Governmental Activities
are shown in Tables 1 and 2. Business-type Activities, is shown in Tables 3 and 4.

Net investment of capital assets, net of related debt of $82,436,891 represents the City’s investment in
capital assets net of amounts borrowed to finance that investment. Although the City’s investment in its
capital assets is reported net of related debt, the resources needed to repay this debt must be provided from
other sources since the capital assets themselves cannot be used to liquidate these liabilities.

An additional portion of the City’s net position represents resources which are subject to external
restrictions on how they may be used. This restricted amount totaled $19,957,016 at June 30, 2020. The
remaining balance of unrestricted net position, is normally the part of net position that may be used to
finance day-to-day operations without constraints established by debt covenants or other legal requirements.
On June 30, 2020, the unrestricted net position was a negative $20,344,697.

Governmental Activities Business Type Activities Totals

2020 2019 2020 2019 2020
Cash and investments $31,832,890 $30,323,793 $14,249,842 $11,809,300 $46,082,732
Other Assets $6,186,153 $5,527,211 $2,229,688 $1,685,224 $8,415,841
Capital Assets $76,723,804 $80,044,407 $37,969,761 $39,362,727 $114,693,565
Total Assets $114,742,847 $115,895,411 $54,449,291 $52,857,251 $169,192,138
Deferred outflow of resources $12,333,011 $11,990,731 $1,384,413 $1,545,407 $13,717,424
Long-term debt outstanding $27,245,429 $27,733,734 $9,392,951 $10,050,370 $36,638,380
Net Pension Liabiity $39,304,747 $36,643,403 $3,823,002 $3,767,235 $43,127,749
Other Liabilities $13,067,864 $12,791,464 $3,055,936 $2,607,494 $16,123,800
Total Liabilities $79,618,040 $77,168,601 $16,271,889 $16,425,099 $95,889,929
Deferred inflow of resources $4,300,784 $4,683,003 $669,639 $656,083 $4,970,423

Net Position:

Net Investment in capital assets $53,354,484 $56,186,782 $29.,082,407 $29,312,357 $82,436,891
Restricted $19,257,016 $18,015,079 $700,000 $722,806 $19,957,016
Unrestricted ($29,454,466) ($28,167,323) $9,109,769 $7,286,313 ($20,344,697)
Total Net Position $43,157,034 $46,034,538 $38,892,176 $37,321,476 $82,049,210




Governmental activities — The Governmental activities decreased the City’s net position by $2,8877,504
to $43,157,034 at June 30, 2020. Below are the changes in net position:

Table 1 Governmental Activities
2020 2019

Expenses
General government $2,922.409 $1,954,127
Administrative services 4,375,268 1,794,559
Public works 12,207,496 5,084,888
Community & economic dev 7,185,323 7,919,078
Police 14,573,169 13,233,929
Interest on long-term debt 1,097,253 1,078,176
Total expenses 42,360,918 31,064,757

Revenues

Program revenues:

Charges for services 2,156,361 2,971,343
Operating grants & contributions 4,150,414 3,275,028
Capital grants & contributions 3,101,720 7,268,811
revernies Total program 9,408,495 13,515,182
General revenues:
Property tax 9,521,300 9,163,550
Sales tax 12,109,821 8,833,455
VLF Property tax swap 3,609,753 3,460,202
Other taxes 3,799,608 766,450
Intergovernmental Unrestricted 87,729 77,864
Investment earnings 426,469 497,514
Miscellaneous 155,247 2,745,847
General revenues 29,709,927 25,544,882
Total revenues 39,118,422 39,060,064
Change in net position before (3,242,496) 7,995,307
transfers
Transfers $364,992 $392,675
Change in net position ($2,877,504) $8,387,982
Total Net Position $43,157,034 $46,034,538

The cost of all Governmental activities was $42,360,918 Fiscal Year 2020. A portion of the cost for these
activities was paid either by those who directly benefited from the programs, by other governments and
organizations that subsidized certain programs with operating grants and contributions, or capital grants
and contributions. Overall, the City’s Governmental activities program revenues during the year were
$9,408,495.



Program revenues totaled $9,408,495 or 24% of total revenues for Fiscal Year 2020, a decrease of
$4,106,687 from 2019. The decrease is mainly attributed to the COVID 19 pandemics impact on
recreational programs and development activities and a reduction in Capital Grants. The City’s program
revenues include developer fees, plan check fees, building inspections, traffic fines, recreation fees, police
fees, grants, assessment revenues, and other charges for services. Program revenues are categorized in
three groups: Charges for Services of $2,156,361 which are intended to help cover the expenses incurred
in providing a variety of City services; Operating Contributions and Grants of $4,150,414 which is
attributable to special revenue funds such as Gas Tax, Measure J and police services; and Capital grants
and contributions of $3,101,720 which includes federal, state, and local funding.

General revenues are not allocable to programs but are used to pay for the net cost of government services.
General revenues totaled $29,709,927 or 76% of total revenues, an increase of approximately $4.165
million from Fiscal Year 2019. Table 1 shows that $29,040,482 or 97% of general revenues came from
taxes, and the balance of $669,445, or 3%, came from intergovernmental, investment earnings and
miscellaneous. Net Transfers out totaled $364,992 and were to the General Fund from the Water System
and Marina.

Net expense is defined as total program costs less program revenues generated by those specific activities.
In the City’s case, program revenues of $9,408,495 reduced the total expenses of $42,360,918 by 22% to
$32,952,423. Ttis clear in that the City’s program revenues do not approach the cost of program expenses.
This shows how dependent the City is on taxes to pay for City services. Table 2 below is the net expense
by department.

Net (Expense) Revenue and

Table 2 Changes in Net Position
2020 2019
Governmental Activities:

General government ($2,869,647) ($1,954,127)
Administrative services ($3,938,137) ($1,021,829)
Public works ($11,176,421) ($3,754,341)
Community & Economic Development ($268,793) $2,414,937
Police ($13,602,172) ($12,156,039)
Interest on long term debt ($1,097,253) ($1,078,176)

Total Governmental Activities ($32,952,423) ($17,549,575)
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Business-type activities — The Business-type activities net position increased by $1,570,700 in 2020 to
$38,892,176. Below are the changes in net position:

Business-type Activities

Table 3 2020 2019
Expenses
Water System $12,655,652 $14,172,167
Marina Services 222910 209,209
Parking Services 304,074 422,434
Total expenses 13,182,636 14,803,810
Revenues
Program revenues:
Charges for services 14,866,975 13,590,370
Capital grants & contributions 355 410
— Total program 14,867,330 13,590,780
General revenues:
Taxes 71,327 78,757
Investment earnings 179,671 168,857
General revenues 250,998 247,614
Total revenues 15,118,328 13,838,394
Change in net position before transfers 1,935,692 (965,416)
Transfers ($364,992) ($392,675)
Change in net position $1,570,700 ($1,358,091)
Total Net Position $38,892,176 $37,321,476

The cost of business-type activities was $13,182,636 in Fiscal Year 2020. A portion of the cost for these
activities was paid either by those who directly benefited from the programs, by other governments and
organizations that subsidized certain programs with operating grants and contributions, or capital grants
and contributions. Overall, the City’s Business-type activities program revenues during the year were
$14,867,330. General revenues are not allocable to programs but are used to pay for the net cost of services.
General revenues totaled $250,998 which came from taxes, investment earnings and miscellaneous
revenues.

Net expense is defined as total program costs less program revenues generated by those specific activities.
In the City’s case, program revenues of $14,867,330 expenses of $13,182,636 for net revenues as shown
in the Statement of Activities of a positive $1,684,694. The detail is broken out below in Table 4.

Net (Expense) Revenue and

Table 4 Changes in Net Position
2020 2019
Business-type Activities:
Water System $1,590,650 ($1,448,075)
Marina Services ($16,607) $13,527
Parking Services $110,651 $221,518
Total Business-type Activities $1,684,694 ($1,213,030)
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FINANCIAL ANALYSIS OF THE GOVERNMENT’S FUNDS

Governmental Funds

At June 30, 2020, the City’s governmental funds reported a combined fund balance of $32,333,247, an
increase of $1,578,527 compared to the prior year. The General Fund increased by $336,590, Capital
Improvements decreased by $1,506,590 and Other Governmental Funds increased by $8,291,593.

ANALYSES OF MAJOR GOVERNMENTAL FUNDS

General Fund

General Fund revenues totaled $28,076,110 in Fiscal Year 2019-20 an increase of $3,286,418 from Fiscal
Year 2019-20. The net increase is comprised of the following: increase of $4,068,452 in Taxes, an increase
of $13,726 in Licenses, Permits and Fees; a decrease of $22,812 in Intergovernmental; a decrease of
$674,139 in Charges for Services; a decrease of $107,259 in Fines and Forfeits; a decrease of $10,853 in
Use of Money and Property; and an increase of $19,303 in Miscellaneous. Taxes (property tax and sales
tax revenue) totaling $25,041,567 represented approximately 89% of total General Fund revenues. Other
revenue sources comprising the remaining 11% of General Fund revenues included Licenses, Permits and
Fees; Intergovernmental, Charges for Services; Fines and Forfeit; Use of Money and Property; and
Miscellaneous.

General Fund expenditures totaled $27,809,757, an increase of $629,285 from Fiscal Year 2020. Transfers
out of the General Fund increased by $269,883 in Fiscal Year 2020 to $411,508. This increase was mostly
attributable to a transfer of $203,100 to the Internal Service Funds for Fleet Management and a $60,000
Marina Fund.

Final expenditures for the General Fund at year-end were $406,986 above budget. Budget amendments and
supplemental appropriations of $912,183 were made during the year for unanticipated expenditures after
adoption of the original budget. Total final budget appropriations came in at $26,897,574.

At the end of Fiscal Year 2020 the fund balance for the City